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U.S. Budget For 1950 


The U.S. Bureau of the Budget has issued its revised 
estimates of the U.S. budget for fiscal year 1950 (July 
1, 1949-June 30, 1950). Budget expenditures are now 
estimated at $43.5 billion, $1.6 billion above the January 
estimate, while budget receipts are estimated at $38.0 
billion, $3.0 billion less than the January estimate. The 
7 per cent decline in anticipated receipts is attributed to 
the decline since January in prices, money incomes, and 
corporate profits. The budget deficit for 1950 is thus 
estimated at $5.5 billion, against the January estimate 
of $0.9 billion, and an actual deficit in fiscal 1949 of $1.8 
billion. (The 1949 deficit is the “true” figure, allowing 
for the actual expenses of the ECA irrespective of the 
bookkeeping transfer to the previous fiscal year provided 
by law.) 

Total expenditures are expected to exceed the January 
estimate, and to be $3.4 billion above actual expenditures 
in 1949 in spite of the decline from the January forecast 






Export-Import Bank Loans 


The Export-Import Bank of Washington has author- 
ized credits to Israel, Bolivia, and Chile. A new credit 
to Israel of $20 million brings to $72.3 million the total 
credit given to Israel under the $100 million earmarked 
by the Bank last January. The money will be used to 
finance purchases in the United States of equipment, ma- 
terials, and services for the promotion of industry, espe- 
cially that engaged in food processing, textiles, chemical 
and pharmaceutical products, metalworking and building 
material. 

To Chile a credit of $2,750,000 has been authorized, 
repayable over a period of 15 years with interest at 4 
per cent. Repayment is to be guaranteed by the Govern- 
ment of Chile. The funds are to be used for the purchase 
in the United States of railroad, dock, and construction 
equipment, representing about one third of the total es- 
timated cost of development of an iron ore deposit. The 
Bethlehem Chile Iron Mines Company is to supply the 
remaining two thirds of the funds required for the project. 

The loan of $16 million authorized to the Government 
of Bolivia is repayable over 17 years, with equal semi- 
annual payments commencing March 31, 1954, and in- 
terest at 314 per cent, payable semiannually on the out- 
standing amounts. The credit will finance two thirds of 
the cost of completing the Cochabamba-Santa Cruz High- 
way. The Export-Import Bank extended a credit to the 





in national defense expenditures of $1.5 billion and in 
expenditures for international aid of $0.4 billion. The 
former decline is due to the failure of Congress to enact 
the Universal Military Training Program, reductions in 
some other appropriations, and the decline in the number 
The decline in the 
foreign aid estimate is attributed to a lower appropria- 
tion, price declines, and a greater lag in expenditures than 
was previously anticipated. Expected increases of $1.3 
billion in costs of veterans’ services and benefits, of $1.1 
billion in expenditures for the provision of a secondary 
mortgage market, of $0.8 billion for the support of farm 
commodity prices, and of $0.4 billion for the Post Office 
deficit will more than offset these declines, and account in 


of civilian and military personnel. 


the main for the increase in the total estimated deficit. 


Source: Bureau of the Budget, Press Release, Washing- 
ton, D. C., November 1, 1949, 





Bolivian Government in 1942 of $15.5 million, of which 

$10 million, together with funds supplied from Bolivian 

sources, has already been used to finance the highway. 

Sources: The Export-Import Bank of Washington, Press 
Releases, Washington, D. C., October 27 and 
31, 1949. 


Europe 


British Financial Policy 


The Chancellor of the Exchequer has requested the 
Governor of the Bank of England to impress on the banks 
and accepting houses the importance of their cooperation 
in resisting inflation, and the need to mold their credit 
policy accordingly. The Economist comments that the 
banks have already been requested in making loans to 
observe the principles laid down by the Capital Issues 
Committee, and they have also been asked to avoid ad- 
vances assisting speculation in commodities, shares, or 
real estate. The Capital Issues Committee is also to sus- 
pend all applications for permission to make bonus share 
issues. 

Source: The Economist, London, England, October 29, 
1949, 
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Oil Prices in the United Kingdom 


The maximum prices of petroleum products in the 
United Kingdom have been raised by the full amount of 
the increase in the f.o.b. prices resulting from devalua- 
tion. The price of bulk motor spirit has risen from 1s.9d. 
to 2s. 014d., and of Diesel oil for road vehicles from 
1s. 6Yed. to 1s. 87d. per imperial gallon. Marine fuel oil 
has risen from 71d. to 8%d. Actual prices are slightly 
below the maxima. 


Source: Records and Statistics, Supplement to The Econ- 
omist, London, England, October 29, 1949. 


British Shipbuilding 


The tonnage of merchant ships under construction in 
U.K. yards rose by 52,000 tons in the September quarter 
to 2,095,000 tons, or 45.5 per cent of world construction 
excluding Russia and Germany. This is still below the 
record level of the quarter ending June 1948. Thirty- 
seven per cent of the tonnage is for foreign sale or regis- 
tration: the biggest customers are the Dominions, Nor- 
way, and Argentina. 

Source: Records and Statistics, Supplement to The Econ- 
omist, London, England, October 29, 1949. 


Tin Market 


The United Kingdom Ministry of Supply has stated 
that it will pay to Malayan smelters a higher price for tin 
only as far as the Ministry’s purchases are matched by 
sales. For that amount the smelters will receive £728 a 
ton—the current selling price is £739 a ton ex smelter at 
Penang and Singapore—and the difference is to cover the 
Ministry’s warehousing costs. Tin bought for stock will 
be paid for at the predevaluation price of £553 10s. a ton. 
This arrangement will apply till private trading starts on 
November 15. Similar arrangements will apply to Ni- 
gerian tin. Buyers are convinced that when the market 
is reopened the price will be much lower than at present 
and are holding back, so that most of the Ministry’s pur- 
chases will go to stock. When the market reopens there 
will be no export licensing and London buyers will be 
able to import tin freely under open general license. 
Sources: The Financial Times, October 26, 1949, and 

The Economist, October 29, 1949, London, Eng- 
land. 


French Note Circulation 


A steady increase in the note circulation has for some 
time been shown in the Bank of France statement. The 
note circulation (which represents slightly less than half 
the net money supply) is now more than 1,200 billion 
francs, compared with 988 billion francs at the end of 
1948, 1,134 billion at the end of July, and 1,133 billion 
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at the end of August 1949. The recent increase has its 
origin in variations in the following items in the Bank 
of France statement: (a) Increase in “advances to banks 
and individuals.” This probably reflects the expansion of 
loans by all banks, which forces them to have heavy re. 
course to the Bank of France (under the form of redis. 
counts) in order to increase their resources. (b) De. 
crease in “deposit accounts” with the Bank of France, 
attributable in part to the full utilization by the Govern. 
ment (through the Credit National) of the ECA counter. 
part fund. (c) Increase in “advances to the Govern. 
ment,” a small part of which is the result of Treasury 
recourse to the Bank. Advances from the Bank to the 
Stabilization Fund have been much more important and 
have reached 18 billion francs in four months. (d) In. 
crease in the “foreign assets of the Bank,” reflecting the 
improvement of the balance of payments with certain 
areas. 


Source: Le Monde, Paris, France, October 15, 1949. 


French Agricultural Prospects 


The wheat threshing throughout France has shown 
better crop results than expected, generally because of 
higher yields. The latest estimate, as of September 1, is 
78.5 million quintals, 8 million quintals more than the 
harvest of 1948, which was considered a good year. The 
average wheat yield has risen by more than 5 per cent 
and is now 20 per cent higher than before the war. There 
have also been improvements in grain collection, due not 
only to the good harvest, but also to the peasants’ re- 
quirements of cash. As of October 1, 1949, 32 million 
quintals had been delivered to stocking agencies against 
only 17 million as of October 1, 1948. 

Poor harvests are expected of potatoes, sugar beets, 
coarse grains, and fodder. While France will probably 
export some wheat in 1949-50, it has also been necessary 
to draw up a program of imports of 900,000 tons ol 
corn, 375,000 tons of barley, 90,000 tons of oats, and 
100,000 tons of Polish rye. 

Sources: New York Herald Tribune, October 10, 1949, 
and Le Monde, October 20, 1949, Paris, France. 


Belgian-Swiss Trade and Payments Agreements 


As of November 13, 1949, the trade, tourist, and pay: 
ments agreements between Belgium and Switzerland are 
to be terminated. All commercial transactions will there 
after be uncontrolled; import or export licenses will no 
longer be necessary, and Swiss francs will be obtainable 
in Belgium on presentation of invoices. The Swiss frant 
rate in Belgium will be determined on the free market 
The range of fluctuation, however, is to be limited t 
B fr 11.35 to B fr 11.75 to Sw fr 1, and the National Bank 
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of Belgium will intervene on the market to prevent quo- 
tations from exceeding these limits. 

Belgian tourists will be permitted to export up to 
B fr 10,000 each in bank notes and to sell them on the 
free market in Switzerland. The export of Belgian capital 
to Switzerland is the only operation to remain, for some 
time, subject to Belgian exchange control regulations. 

These decisions were first announced on July 26, 1949, 
when Belgium served notice to Switzerland that the trade 
and tourist agreements expiring on September 13, 1949, 
and the payment agreement expiring on October 12, 
1949, would not be renewed; however, the agreements 
were later prolonged up to November 12, 1949. Up to 
that date payments were no longer to be made at the 
then official cross rate of B fr 10.15 — Sw frl, but at 
the free market rate. Before the devaluation, the pro- 
jected measures had evoked Swiss protests, as the use of 
a free market rate for transactions between the two 
countries would have been equivalent to a de facto 10-15 
per cent depreciation of the Belgian franc, a measure 
detrimental to Swiss commercial and tourist interests. 
The Swiss attitude was changed after the devaluation 
of the Belgian franc. The free rate and the official cross 
rate between the Belgian franc and the Swiss franc are 
now practically equal, B fr 11.55 = Sw frl. 

Sources: The Financial Times, London, England, Octo- 
ber 13, 1949; Le Monde, Paris, France, October 
25, 1949. 


Scandinavian Customs Union 


A committee appointed by the Scandinavian govern- 
ments has been investigating the possibilities of a Scan- 
dinavian customs union. In Norway it is held that 
Scandinavia is too small a unit for this purpose. Nor- 
wegian industries producing for the domestic market 
would be unable to compete with Swedish and Danish 
industries if tariffs and quantitative restrictions were 
abolished. These industries must be better equipped 
before a customs union would be feasible. More invest- 
ment goods would have to be imported by them, and 
this would have to be arranged within the framework 
of the European reconstruction plan. Norwegian export 
industries would gain little from a customs union. 

The Danish Minister of Commerce has expressed more 
optimistic views regarding economic cooperation in 
Scandinavia. In his opinion, an estimate should be made 
of Denmark’s trade deficit with Norway and of the in- 
vestments for which the Norwegians consider Danish 
support necessary, if the customs union is to be effective. 
Sources: Norges Handels og Sjéfartstidende, Oslo, Nor- 

way, October 26 and 27, 1949. 


British Coal Prices in Scandinavia 


The British Coal Commission has announced an in- 
crease in British coal prices for export to the Scandi- 
navian countries of 10 shillings per ton for the better 
grades, and somewhat less for the poorer. This announce- 
ment has provoked some criticism of the Danish price 
demands made during the recent Anglo-Danish negotia- 
tions which are characterized as moderate. These 
negotiations resulted in a prolongation of the present 
trade agreement. Further negotiations are expected to 
start next year, but the increase in coal prices may lead 
to pressure to reopen questions of price at an earlier date. 
Sources: Harald R. Martinsen, Danish Letters, Copen- 

hagen, Denmark, October 27, 1949; Norges 
Handels og Sjéfartstidende, Oslo, Norway, 
October 29, 1949, 


Finland’s Trade Agreements 


Trade agreements recently concluded indicate that 
Finland is finding some markets for her newly developed 
metal industry. The agreement with Norway, which 
covers the year ending October 31, 1950, provides for 
exchange of goods valued at $4.6 million. In exchange 
for herrings, metals, and chemicals, Finland will deliver 
copper cable, machinery, electrical equipment, other 
metal goods, textiles, veneer, and porcelain. A supple- 
mentary agreement with Argentina provides for increased 
deliveries not only of newsprint, paper pulp, and timber, 
but also of machinery and spare parts for the metal, 
timber, and paper industries, in exchange for agricultural 
products. 

Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, October 1, 1949. 


Spanish Foreign Exchange System 


The revision of the Spanish import and export rates 
of exchange (see this News Survey, Vol. II, p. 136) 
involved for imports a flat 30.5 per cent devaluation of 
the peseta against the dollar. There was therefore no 
change in the sterling-peseta rate for imports. The new 
dollar import rates range from 15.76 to 39.401 pesetas 
per dollar. The devaluation of the peseta with regard 
to exports differs according to the commodity concerned. 
The smallest devaluation applies to green olives (6.9 per 
cent), and the largest to raisins (41.7 per cent). The 
average devaluation is estimated at some 20-25 per cent. 
Export rates range from 13.14 to 28.47 pesetas per dollar. 
Further special rates for both exports and imports are 
reported to be in preparation. 

Sources: Spanish Economic News Service, Madrid, 
Spain, October 4, 11, 18, and 25, 1949. 
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Spanish Wheat Problem 


The serious decline in Spanish wheat production— 
from 41 million quintals per annum in the decade before 
the civil war to 27 million in 1948—together with the 
rapid increase in population has created a serious prob- 
lem. Wheat imported in 1948 to the value of 216 million 
gold pesetas represented 15 per cent of total imports. 

This situation has prompted the Spanish Government 
to launch its “Battle of the Wheat” in a further effort 
to raise home production. Controls on the amount re- 
tained by growers in excess of a fixed quota to be de- 
livered to the authorities have been relaxed. Free market 
deliveries will continue, as in the past, to be channeled 
through the Wheat Board, but without ceiling prices. In 
order to make wheat-growing more attractive, complete 
controls will be reimposed on barley and oats, and liberal 
subsidies will be granted to successful farmers. 

As most of the sowing for the next crop is completed, 
no immediate results are expected from these measures. 
The solution of the wheat problem is moreover a matter 
not only of price policy, but also of adequate supplies 
of seed, fertilizers, and machinery. 


Source: Spanish Economic News Service, Madrid, Spain, 


October 25, 1949. 


New Italian Tariff 


The Italian Government has now released a new tariff 
for 1,361 commodities grouped in 92 categories, which 
is, however, only part of the new tariff approved during 
the Annecy negotiations. The complete tariff will cover 
3,000 items. The newly negotiated tariff applies only to 
the countries who signed the Annecy agreement. It will 
be effective only after ratification by all parties, and in 
any case not before January 1, 1950. 

The old tariff was based on specific rates and had been 
rendered ineffective by the depreciation of the lira. At 
present, a 10 per cent ad valorem duty and a 3 per cent 
turnover tax are levied on all imports (see this News 
Survey, Vol. II, p. 117). 

The new tariff is based entirely on ad valorem duties, 
with minimum and maximum rates for almost every 
category. The duty may, therefore, vary for different 
commodities in the same category. The commodities 
covered by the tariff now released represent somewhat 
less than one third of the global value of Italian imports. 
Rates for the main commodity groups are as follows: 


per cent 
Livestock 25 
Meat 
Fish, salted, dried, and smoked 
Dairy products 
Oilseeds 
Fats and by-products, animal and vegetable 
Processed meat and fish 
Seed potatoes 
Canned vegetables 
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Other canned foods 
Tobacco 
Salt, sulphur, construction materials 
Pyrites 
Fuel oil, mineral oils, and by-products 
Chemical products: inorganic 
organic 
Fertilizers: nitrates 
phosphates 
Rubber: raw 
semimanufactured and manufactured 

Lumber, raw and manufactured 
Paper raw materials 
Paper and paper products 
Wool: raw 

manufactured 
Cotton: raw 

semimanufactured and manufactured 

Electrical machinery 
Motors for vehicles and tractors, etc. 


17-25 
free 


free 


Source: Economic News from Italy, New York, N. Y., 
October 21, 1949. 


Greek Budget for 1949/50 


The Greek budget for the fiscal year July 1949 to 
June 1950, not yet submitted to Parliament, is reported 
to provide for total expenditures of 5.5 trillion drachmas, 
Ordinary outlay accounts for 2.1 trillion drachmas, im. 
port subsidies 0.6 trillion, and military expenses 2.8 
trillion. Since revenues are reported at 3.3 trillion 
drachmas, a deficit of 2.2 trillion (equivalent to about 
US$147 million) will have to be filled by ECA counter. 
part funds estimated at 2.8 trillion drachmas in 1949/50. 
War expenses directly paid for with U.S. military assis. 
tance, as well as reconstruction expenditures, are not 
included in this budget. 


Source: To Vima, Athens, Greece, October 25, 1949. 


Greek Trade Credits 


The Greek commercial banks have been instructed by 
the Bank of Greece to lift all restrictions on internal trade 
credits, imposed, as a precautionary measure, simulta- 
neously with the announcement of the devaluation of 
the drachma on September 22. Only the discounting of 
commercial bills is still forbidden. 


Source: Atlantis, New York, N. Y., October 21, 1949. 


Greek Gift Imports 


The Minister of National Economy, by a decision re- 
ported to have come into effect on October 15, has modi- 
fied the Greek legislation on imports of private gifts. 
The measure bans all such imports as well as imports 
paid for with foreign exchange owned by the importers 
themselves. Imports of foodstuffs and other essentials 
of specified small value and quantity will, however, be 
permitted provided they are intended exclusively for the 
importer’s personal use. 


Source: Atlantis, New York, N. Y., October 21, 1949. 
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Western Germany-Czechoslovakia Trade Agreement 


On October 21 a trade agreement was concluded be- 
tween Western Germany and Czechoslovakia covering 
the period from October 1, 1949 to September 30, 1950. 
It provides for an exchange of goods to the value of $58 
million. Deliveries from Western Germany are to include 
iron and steel, machinery, electrical and optical instru- 
ments, chemicals, metal products, leather goods, and 
glass. Czechoslovakia will export to Western Germany 
mainly foods (rye, potatoes, meat, sugar, malt, fruits, 
and vegetables), coal, timber, glass, porcelain clay, and 
machinery. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 23, 1949. 


United Kingdom-Hungary Negotiations 


Discussions on trade and payments questions have been 
resumed by the United Kingdom and Hungary. Trade 
between the two countries was valued at over £8 million 
in the first seven months of 1949, compared with about 
£4.4 million in the same period last year. The chief 
financial questions outstanding concern the payment of 
compensation for British property nationalized in Hun- 
gary (notably subsidiaries of Lever Brothers and Uni- 
lever N.V., Dunlop Rubber Co. Ltd., and Shell Transport 
and Trading Co.) and the settlement of Hungary’s ster- 
ling debt. The sterling debt was stated to be about £23.5 
million in January 1949, 


Source: The Times, London, England, October 19, 1949. 


Middle East 


Arab League Trade Relations with United Kingdom 


Commercial transactions between the United Kingdom 
and the countries of the Arab League (Egypt, Iraq, Saudi 
Arabia, Jordan, Syria, and Lebanon) have almost 
doubled in the last two years. In the first five months 
of 1949, these countries’ exports to the United Kingdom 
were valued at £30 million, compared with £18 million 
in the corresponding period of 1947. Similarly, imports 
during the same period increased from £10 million to 
over £26 million. The most important exports are 
Egyptian cotton (about two thirds of the total), oil 
(from Iraq and Saudi Arabia), and dates. Imports in- 
clude textiles, cars, and other manufactured articles. 
Source: La Revue d’Egypte Economique et Financiére, 

Cairo, Egypt, October 8, 1949. 


Egyptian Textile Industry 
In order to foster the cotton textile industry, the Egyp- 


145 


tian Government has followed up its earlier grant of an 
export subsidy of £E485,000 (see this News Survey, Vol. 
II, p. 112) with an increase in tariff duties on imported 
textiles. The increase is about 50 per cent for cotton 
cloth and varies between 100 and 300 per cent for cotton 
threads. The new measure is being justified on the 
ground that, Egyptian cotton prices having risen by about 
25 percent since devaluation, local textile industrialists 
are finding it difficult to meet foreign competition. 


Source: L’Observateur, Cairo, Egypt, October 11, 1949. 


Power Development in Turkey 


ECA has agreed to finance the construction of a trans- 
mission line 185 miles long connecting the power plant 
recently erected in Catalagzi with the districts of Istanbul 
and Izmit. The construction of the line, which will start 
in 1951, will cost over $9 million, and will result in an 
estimated annual saving of $1 million in fuel consumption. 
The Catalagzi plant, which is located in Turkey’s coal 
mining district, has a capacity of 60,000 kilowatts and is 
operated by coal. 


Source: Ulus, Ankara, Turkey, October 22, 1949. 


Agricultural Credit in Turkey 


Early in 1950 the Agricultural Bank of Turkey will 
issue 7 per cent tax-free bonds in an amount equivalent 
to US$3,545,000. The proceeds will be lent to farmers 
at 3 per cent for periods up to twenty years. The 4 per 
cent loss in interest will be financed by the Government. 
Source: Turkish Information Office, News from Turkey, 

New York, N. Y., October 27, 1949. 


Israel’s Foreign Trade 


The 1949 foreign trade program of Israel estimates 
exports at about [£12 million and imports at about 1£60 
million, the U.S. dollar having been converted in these 
estimates at the rate of I£1 — US$3 which, in practice, 
was used before the recent devaluation. The export- 
import ratio of 1:5 indicates the structural peculiarities 
of Israel’s economy and its dependence on invisible re- 
ceipts, mainly capital imports and foreign remittances. 

In the first five months of 1949, imports were [£29 
million and exports about I£7 million, compared with 
I£24 million and I£1.3 million, respectively, in the 
second half of 1948. These figures, however, do not 
include military imports. The high level of exports 
in the first few months of this year is due partly to 
the return to more normal conditions and, to a greater 
extent, to seasonal exports of citrus fruits. Nearly one 
fourth of civil imports came from the United States and 
a little more from the sterling area. About 30 per cent 
of imports came from continental Europe. On the other 
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hand, 71 per cent of all exports went to the United King- 
dom and only 6.6 per cent to the United States. An 
appreciable part of visible imports—capital and consumer 
goods brought in by immigrants—is effected without any 
expenditure of foreign exchange. 

The reduction in the cost of living index from 371 in 
April (August 1939 = 100) to 350 in July and 334 in 
October has made possible two wage reductions of [£2 
per month, but the wholesale price index at the end of 
1948 stood at 421 (1937 = 100), compared with 191 
in the United States and 202 in the United Kingdom. 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 

tober 6, 1949; The Economist, London, England, 
October 29, 1949. 


Iran’s Oil Receipts 


Iran’s oil receipts will be increased by £10 million 
annually as a result of sterling devaluation. Since oil 
royalties are specified in gold and the Anglo-Iranian Oil 
Company is not expected to reduce its local expenditures 
as a result of the nondevaluation of the rial, the sterling 
equivalent of oil royalties will increase by £4.6 million 
and of the oil company’s local expenditures by £5.4 
million. 


Source: L’Observateur, Cairo, Egypt, October 18, 1949. 


Far East 


Finance for Pakistan’s Industries 


The Prime Minister of Pakistan announced recently 
his Government’s decision to form an Industries Promo- 
tion Corporation to provide finance for the development 
of 27 specific industries, including jute, paper, steel, 
rubber, heavy chemicals, engineering, and shipbuilding. 
He has estimated Pakistan’s minimum “capital require- 
ments over the next ten years at about Rs 3,000 million 
(US$907 million). 

Source: The Banker, London, England, October 1949. 


Burma’s Rice Exports 


Rice exports from Burma, the principal export of that 
country, totaled 218 million pounds in August 1949, 
bringing the January-August shipments to 2,145 million 
pounds. The average monthly shipment for this period, 
268 million pounds, is well above the 1948 average, al- 
though only about half the prewar (1936-40) average 
of 545 million pounds. 


Sources: U.S. Department of Agriculture, Foreign Crops 
and Markets, Washington, D. C., September 19, 
1949; The Economist, 1.ondon, England, Octo- 
ber 22, 1949, 
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Indonesian Trade 


Indonesian exports of 763.5 million guilders (US$288 
million at the then prevailing exchange rate) during the 
first seven months of 1949 nearly equalled imports which 
were $296 million. Exports were mainly to the Nether- 
lands ($97 million), Singapore ($64 million), and the 
United States ($46 million). The export surplus with the 
Netherlands was $33 million and with Singapore $58 
million. Imports from the United States were $75 million. 
Source: Het Financieele Dagblad, Amsterdam, Nether- 

lands, October 18, 1949. 


Indonesion Export Regulations 


As the incentive to export largely to soft currency areas 
is believed to have been eliminated by the devaluation of 
most soft currencies, Indonesia has canceled the rule 
under which traders had to ship at least half their rubber 
exports to the dollar area. The percentages of foreign 
exchange that exporters of so-called “native-grown” 
products, like spices, rattan and hides, are allowed to re- 
tain have at the same time been lowered or abolished. 


Source: Trade Commissioner for Indonesia, Newsletter, 


New York, N. Y., October 1949. 


United States and Canada 


U.S. Business Conditions 


Business activity in the United States declined sharply 
in October as a result of work stoppages in the coal and 
steel industries. The index of industrial production, 
which had risen to 172 in September, is expected to 
decline by 11.6 per cent to about 152 in October. 

Other indicators of business activity showed divergent 
trends. Department store sales failed to show the usual 
seasonal increase, and, during the first three weeks of 
October, were 13 per cent below a year ago. Wholesale 
prices, particularly of hogs and pork, decreased between 
mid-September and the third week of October. Business 
loans expanded in September and October, and during 
the first three weeks of October prices of common stocks 
reached a new high for the year. 

Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D. C., 
October 28, 1949. 


Outlook for U.S. Agriculture 


According to the U.S. Department of Agriculture, the 
downtrend in agricultural prices and income, under way 
in 1949, is likely to continue through 1950. Both prices 
received by farmers and cash receipts are expected to be 
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down about 10 per cent below 1949, while farm operators’ 
net income is likely to drop somewhat more than cash 
receipts. This decline would approximate the fall in 1949 
from the record levels of 1948. 

On the demand side, the Department of Agriculture 
expects that total expenditures may fall. A decline in 
general economic activity is expected to result from some 
fall in consumer purchases and in plant and equipment 
expenditures, and from the effects of devaluation, which 
will more than offset the continuance of the residential 
construction boom and higher government expenditures 
through the first half of 1950. There may be some 
decline in the proportion of income spent on farm 
products, although plentiful supplies of food and slightly 
lower retail prices will encourage continued high food 
consumption. On the supply side, the Department expects 
total crop output to be down significantly from 1948 
owing mainly to the imposition of acreage allotments and 
marketing quotas. On the other hand, the output of 
livestock and products will be greater as a result of large 
feed supplies and the increase in livestock on farms. In 
total, and assuming average yields, agricultural output 
next year is expected to be slightly below 1948. 





















































































Source: U.S. Department of Agriculture, The Demand 
and Price Situation, Washington, D. C., October 
1949. 























Canada’s Import Control 








The value of imports covered by Schedules I and II 
of Canada’s Emergency Exchange Conservation Act fell 
from $516 million in 1947 to $317 million in 1948, 
a drop of 39 per cent. Imports of commodities enumerated 
in Schedule I (the “prohibited” list) were valued at 
$90 million in 1948, 57 per cent below 1947; items 
subject to quota under Schedule II were valued at $227 




















































































































asia million, 26 per cent below 1947. 

+ the usual “Prohibited” items imported from hard currency areas 
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Imports subject to quota from hard currency areas 
were valued at $94 million, 57 per cent below 1947, 
fruits and vegetables being down 34 per cent; leather 
and leather products, 48 per cent; textiles, 60 per cent; 
and prepared foods, 88 per cent. Such imports from 
other areas were valued at $133 million, 57 per cent 
above 1947, textile imports being up 58 per cent and 
prepared foods 249 per cent. 
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During the first 6 months of 1949, purchases of items 
still under control as of January 1 totaled $199 million, 
21 per cent below the comparable period of 1947. Imports 
from hard currency areas totaled $113 million, 46 per 
cent below the earlier period, while imports from other 
areas totaled $86 million, 95 per cent above 1947. Im- 
ports into Canada of items removed from control by 
January 1 totaled $25 million during the first 6 months 
of 1949, compared with $23 million in 1947. 


Source: Minister of Finance, Second Annual Report on 
the Administration of the Emergency Exchange 
Conservation Act (Schedules I and II), Ottawa, 
Canada, October 4, 1949, 


Canada’s Pulp and Paper 


The gross value of Canadian pulp and paper produc- 
tion in 1948 was $826 million, 17 per cent above the 
previous record of 1947. The net value, or value added 
by the pulp and paper industry, was $413 million, 16 
per cent above 1947. Newsprint made up 77 per cent of 
the total reported tonnage of paper manufactured in 1948. 

On the basis of gross value of products, pulp and paper 
has been Canada’s leading industry from 1925 to 1935 
and in 1946 and 1947 (complete data for 1948 are not 
yet available). Except for 1942-44, the industry has also 
headed the list in net value of production since 1920. 
Source: Dominion Bureau of Statistics, The Pulp and 

Paper Industry in Canada, 1948, Ottawa, 
Canada. 


Latin America 


Coffee Prices and Export Taxes 


In view of the increase of coffee prices, the Salvadorean 
Government has increased the coffee export tax from 
7 colones (US$2.80) to 10 colones (US$4.00) per 
quintal. The Venezuelan Government has also established 
an export tax of 2 bolivares (US$0.60) per quintal of 
washed coffee, and 1.50 bolivares per quintal of unwashed 
coffee. 

Two million bags of this year’s Brazilian coffee crop 
have been lost, and world estimates of coffee production 
for the next 21 months are 10 million bags short of the 
estimated demand. U.S. coffee prices, which in 1948 
averaged $26.80 and in September 1949 were $30.80 
per 100 pounds, are therefore likely to continue to in- 
crease. Prices for the Manizales type of coffee reached 
$49.75 per 100 pounds during October. 


Sources: The Washington Post, Washington, D. C., 
October 28, 1949; U.S. Department of Com- 





merce, Foreign Commerce Weekly, October 31, 
1949, and Survey of Changes Reported to Areas 
Division during the Week Ending October 31, 
1949, Washington, D. C.; The Journal of Com- 
merce, New York, N. Y., November 1, 1949. 


Cuba’s Development Program 


On October 11, the President of Cuba outlined a 
program for increasing the national wealth, which 
provides for additional highways, port improvements, 
aqueducts and sewage systems, canals, financial aid to 
new industries based on farming, cold storage plants 
for conservation of fruits and fish products, creation of 
an Industrial Credit Bank, low cost housing, and the 
development of tourism. 

The Industrial Credit Bank is planned as a subsidiary 
of the Central Issue Bank. Its initial capital of 10 million 
pesos will be provided by the Government, to be increased 
later by another 10 million from private sources. Its 
function will be to grant credits for the exploitation and 
development of fishing, mining, and forestry activities; 
for the transformation of raw materials and manufactured 
products; and for the financing of power and trans- 
portation. It is intended to give preference to industri- 
alists who wish to start new enterprises and lack the 
necessary capital. 

Source: Diario de la Marina, Havana, Cuba, October 
11, 1949. 


Dominican Sugar for United Kingdom 


The Dominican Republic reports an agreement with 
the British Ministry of Food for the sale of the major 
portion of the 1950 sugar crop; the first 150,000 tons 
at 4 cents a pound, f.o.b., and the remainder at a price 
to be agreed later. 

Source: The Financial Times, London, England, October 
29, 1949, 


Colombian Capital Import Regulation 


The resolution of the Colombian Exchange Control 
Office of August 15, which permitted imports of foreign 
capital in the form of merchandise of all types, has been 
ratified by executive decree. Importers of capital are 
now allowed to bring into the country such luxury items 
as liquor, fine clothing, bath tubs, refrigerators, lighters, 
bicycles, automobiles, watches and bracelets, musical 
instruments, typewriters, electric razors, electric sewing 
machines, chinaware, jewelry and fine stones, cosmetics, 
cigarettes and tobacco, etc. Prior to this decree, capital 
inflow in the form of merchandise had been restricted 
to machinery, raw materials, securities, and patents. 
Source: Semana, Bogota, Colombia, October 22, 1949. 
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Other Countries 


Wool Marketing 
The New Zealand Wool Board is to ask the New 


Zealand Government to arrange for a conference between 
the United Kingdom, Australia, New Zealand, and South 
Africa to consider the marketing of wool. There is a 
prospect that wartime accumulations of stocks will have 
been disposed of by next June. The views of the Board, 
which in general coincide with those expressed in Aus- 
tralia and South Africa, call for the continuance of the 
reserve or floor price plan in conjunction with the auction 
system of marketing. The central organization would buy 
at these reserve prices wool not bought by commercial 
traders. 

In the first three months of the current season Aus- 
tralian wool sales, other than those on behalf of the 
Joint Organization, amounted to 484,000 bales greasy 
and 30,000 scoured. The amount realized was £A29 
million. In the equivalent period of 1948 sales were 
390,000 bales greasy and 33,000 scoured, realizing 
£A24.5 million. 

Sources: The New Zealand Herald, Auckland, New 
Zealand, September 3, 1949; Records and Sta- 
tistics, Supplement to The Economist, London, 


England, October 29, 1949. 


Corrigendum 


Vol. II, No. 17, October 27, 1949, p. 133, item “U.K. 
Financial Policy,” last paragraph should read: “The 
dollar import program of $1.2 billion a year, which was 
forecast in July, is to come into operation for the year 
from July 1949 to June 1950. In 1948-49, dollar imports 
were $1.6 billion.” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND _ 
Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D.C. 
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